
January tlth, zoLG

Dear Children, Families, Health, and Human Services Interim Committee,

Thank you for allowing me the opportunity to come and make a public comment about the proposed

rule change to ARM 37.85.L05 and 37.86.1807, the Montana Medicaid fee schedule for Durable

Medical Equipment.

My name is Amy Rients and I work for Juro's Pharmacy Health and Wellness in Billings, Montana. We

are a small business serving Montana Medicare and Medicaid patients for over 55 years.

I would like to object to the adoption of the Medicare fee schedule for Durable Medical Equipment

for Montana Medicaid.

L. Durable Medical Equipment, like wheelchairs, oxygen, and feeding tubes, enables people with
disabilities and chronic illnesses to remain safe and independent at home.

2. The proposed Medicare fee schedule is based on a flawed Competitive Bidding modelwhich
reduces reimbursement over 5Oo/o ofi durable medical equipment and in many cases is less

than acquisition cost for suppliers. lf providers are forced to accept these reimbursement
rates for both Medicare (Jan. 1't, 2016) and then Medicaid (Feb. 2nd, 2016), the results will be

devastating for providers and patients who need these services. {Attachment A}

3. More than 240 market auction experts and economists have warned that the Medicare

biddine program is unsustainable in its current form. lt has damaged the HME infrastructure
upon which seniors and people with disabilities rely, including forced bankruptcies, business

closures and patients cast adrift to find a provider to repair or replace their life-sustaining
medical equipment (Attachment B)

4. No bids have been submitted by Montana providers to come up with competitive bidding
rates. These rates are being assigned to rural providers but were established in large urban
areas with the promise of increase volume to make up for the reduced reimbursement to bid
winners. None of this will happen in Montana.

The process to provide a piece of medical equipment through the insurance process is far
more complex than just going to the store and buying a piece of equipment for cash. Durable
Medical Equipment is heavily regulated to ensure the providers are dispensing equipment
appropriately, doctors are prescribing correctly, writing their medical notes according to
guidelines; the person needs the equipment, has never received the equipment before and

continues to need the equipment. lt is a highly complex transaction requiring additional
reimbursement to complete allthe required regulation. (Attachment C)

Providers is Montana have a unique challenge because they are covering the 4th largest state
in terms of geography yet is 44th in size by population. This creates an even larger challenge

5.

5.



for both providers and beneficiaries to have access to services in RURAL Montana.. For some,
traveling to a provider for services or a provider traveling to a patient is an extreme hardship.

7. Montana is adding 70,000 more Medicaid recipients to the state and if providers go out of
business due to these cuts or simply no longer can afford to service Medicare and Medicaid
patients...where will they go?

8. Most providers of durable medical equipment in Montana are small providers who employee
people and pay taxes. We are not large corporations that can sustain 50% rate cuts.

9. Most people, given the choice, want to remain in their homes and age in place. As baby

boomers age, the rate of spending on long-term care for seniors and those with disabilities, is
expected to grow dramatically. Cutting reimbursement to the point of where no provider ca.n

afford to supply in home equipment willforce a move into hospitals and nursing facilities far
more costly to the state. While total Medicare expenses have increased significantlv over the
last 10 vears. DME's share of Medicare spending has been nearlv the same. lt seems to me

that trvine to keep people in their home would be less cgstlv to Medicare and Medicaid and is

what most people desire. These rules and policies seem to be moving in the exact opposite

direction. (Attachment D)

10. There are currently multiple pieces of legislation in the U.S. Congress to replace the
competitive bidding process. The most recent bill (52312) to protect people who need these

services but live in RURAL areas is in progress. Both of these pieces of legislation were

cosigned by our Montana representatives; Representative Zinke and Montana senators;

Senator Tester and Senator Daines. (Attachment E)

Our Montana state representatives Rep. Zinke, Senator Tester, and Senator Daines all know a move

to this pricing modelwould hurt people in our state and specifically people who do not have a loud

voice, the poverty stricken, our aging seniors, and small businesses who employee people in our state

and pay taxes. We hope the State of Montana will also recoenize this need and NOT adopt this

flawed pricine modelfor Montana Medicaid.

Thank you for listening,

Respectfully,

"f?
{',{h+"ra/ffi E@>v, 

/

Amy Rients

Juro's Pharmacy Health and Wellness

2043 Grand Ave
Billings, Montana
59102
Ph: 406-859-0150 (office) 651-295-6852 (cell), arieqt-s(oiurosmgdical.corn
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The History of Competitive Bidding
In 2003, the Medicare Modenrization Act authorized the Centers for Medicare & Medicaid
Services (CMS) to develop a program for home medical equipment (Iil{E) to find market-based
prices that would replace tlre current fee for service prices.

While Congress was cautiously optimistic after the small pilot programs, it halted the original
Round One of this auction program in 2008, a mere two weeks after implementation, due to the
overwhelming program design and execution problems. The program was nearly unrecognizable
from its original pilots and riddled with serious and fundamental design flaws. With a few
cosmetic changes to the auction program, CMS began rolling it out to nine selected metropolitan
areas in 2011, and added an additional 91 of the largest most densely populated areas to the
program in 2013.

CMS now looks to expand this prograrn to affect all Medicare beneficiaries starting January l,
2016. While this progran, commonly known as "competitive bidding," hadthe potential to be a

valuable cost-saving tool, its curent design has put seniors and people with disabilities at risk by
creating anemic networks of HME suppliers and awarding these few contracts to those who
submitted the cheapest price with litfle regard to quality, service, experience, financial health, or
presence in the community.

Experts Pan the Program

The program has drawn widespread criticism by numerous patient advocacy groups, and244 of
our country's most prestigious economists and auction experts hailing from institutions like
Harvard, Princeton, UCLA, and Stanford wrote a joint ieffer to President Obama stating that the
program is plagued with "bureaucratic inertia" and called CMS'failure to address core program

design issues "especially distressing and unreasonable". The year prior, 167 of them -lltote a
letter to then-Chairman Pete Stark (Health Subcommittee, Ways & Means) that "the program

over time may degenerate into a'race to the bottom'in which suppliers become increasingly
unreliable, product and service quahty deteriorates, and supply shortages become common."

Their professional perspective gets to the heart of the issue. While the concept of a market-based
progftlm that encourages smarter government spending is a noble (and necessary) endeavor, the
particular attributes of this program design fall short and fail the very people Medicare is trying
to protect.

Many beneficiaries subject to the current bidding program experience delays in getting their
needed equipment and senrices, have difficulty finding companies to perform repairs, and are

receiving inferior products that the program pricing can barely afford. Instead of accepting help
and suggestions offered by esteemed economists and expert auction engineers, CMS
emphatically continues onward, expanding the program impact to now encompass the entire
nation without any of the critically needed changes.

Expansion to Rural Areas Causes New Problems
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In this newest round of the program expansion, CMS will apply the prices derived from auctions
in the 100 largest MSAs to those caring for non-urban and rural America We are gravely
concerned that this will strip Medicare beneficiaries of their community HME suppliers, as the
prices aren't reflective of what it takes to properly access, care for, and support these residents.

For example, the amount of fuel, employee time, and vehicle type required to care for an Atlant4
Ga., beneficiary differs significantly from the deep back roads of the Appalachian mountains or
one living in North Captiva Island, Fla., that must be accessed via 3-mi ferry ride. Likewise,
caring for a beneficiary in Nevada where the state averages a mere 25 people per sqrnre mile is
drastically different from Orange County in California, even though the prices for Gardnerville,
Nev. (population 5,700) will be shaped by the major meto bid areas in that region. The needs of
these beneficiaries and what it takes to serve them are as varied as our geographically diverse
country. Howevero this bid program applies homogenized pricing without accounting for the
unique factors required to properly provide care for Medicare beneficiaries in different areas.

With irrational, unsustainable prices, many businesses will close, leaving beneficiaries few
resources to get their medically necessary equipment perform essential repairs, and have the
personal services and deliveries at home. These companies are far more than suppliers of "bent
metal"--they are a critical safetynet to help Medicare beneficiaries age in place where they
prefer, allowing for better clinical health outcomes, and utilizing the most cost-efficient model of
care.

Pressure Builds for Congressional Action

Momentum is building in Congress to legislatively reform the program since CMS is unwilling
to make any changes on its own. Representative Tom Price from Georgiahas been sensitive to
the irnpact this program has on Medicare beneficiaries and in past Congressional sessions offered
an altemative model to establish market-based prices. Now that the program is expanding
nationwide, Congressman Price indicates that he will soon introduce new legislation that would
change the pricing and phase-in athibutes of this national expansion in an effort to protect rural
America from a progam whose pricing is based offcaring for beneficiaries in high densrty
areas. Understandabln this will help lessenthe gap betweenthese disparaging differences in
serving Medicare beneficiaries across the counfiry.

We welcome the engagement and support of our elected leadership, patient advocacy groups, the
HME Industry, and the public onthis important issue as we seekto strengthenthe Medicare
benefit and protect orn nation's most vulnerable population and those who serve them.



Historv of Cutsto Home Medical Equipment Reimbursement

t997 Balanced BudgetActof 1997 (BBAI

25% reduction in Home Oxygen Therapy reimbursement effective January 1998

2003 Medicare Modernization Act of 2flt3 (MMAI

$z bittion reduction in Home Medical (HME) over 10 years

>8% reduction in HME reimbursement as it required Centers for Medicare & Medicaid Services (CMS)

adjust HME rates to the median prices paid in the Federal Employees Health Benefits Program

5 year freeze to consumer price index for HME

2005 Deficit Reduction Act (DRA)

SSOO million reduction in Home Orygen Therapy reimbursement by capping rental periods starting 2009

Reduced rental period on certain HME

2008 Medicare lmprovements for Patients & Providers Act of 2008 (MlPPAl

Sg-+ Uittion 19.5%, reduction in HME reimbursement nationwide

Required the implementation of a Competitive Bidding program for select HME

2O1O Patient Protection & Affordable care Act of 2010 (AcA)

56-8 billion reduction in HME reimbursement over 10 years by accelerating the Competitive Bidding

program, eliminating the first-month purchase option for standard power wheelchairs, and

eliminating a 2% increase scheduled for 2OL4

2011 Competitive Bidding Program: Round l ReBid

$g.a bittion (32%) reduction over 3 years in select HME in nine metropolitan areas starting January 2011

2OL3 Competitive Bidding Program: Round 2

S12.84 billion (45%) reduction over 3 years in select HME in 100 metropolitan areas starting July 2013

72o/o reduction over 3 years in diabetic testing supplies nationwide starting July 2013

2Ot4 Competitive Bidding Program: Round l ReCompete

StZ.g bittion (37%) reduction over 3 years in select HME in nine metropolitan areas starting January 2014

2OL4 Competitive Bidding Program: Nationwide Expansion

Sq.+ Uillion reduction over 5 years in select HME nationwide starting January 2016

2Ol5 Competitive Bidding Prices for Complex Rehab Technology Accessories

Upio 4A% reduction for Complex Rehab Technology wheelchair components ("accessories") starting

January 2015

2O!5 CMS Notice on Web site: Changing Codes & Reimbursement for Ventilators

33.5o/o reduction on positive pressure support and volume ventilators starting January 20L6

zOtS Omnibus Bill

$4.3 billion reduction over 10 years in HME reimbursement in state Medicaid programs by limiting the

federal portion of Medicaid funding to the Competitive Bidding rates for Medicare starting 2019
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Letterfrom 244 Concerned Auction Experts on Medicare Competitive Bidding Progrom

President Barack Obama

The White House

1500 Pennsylvania Avenue
Washington DC 20500

Cc: Austan Goolsbee, Chairman, President's Council of Economic Advisors
Cass Sunstein, Administrator, White House Office of Information and Regulatory Affairs

Kathleen Sebelius, Secretary, Department of Health and Human Services

Dear President Obama,

We are economists, computer scientists and engineers with expertise in the theory and practice of

auctions.l ln September ZOLO, many of us signed a letter to Congressional leaders pointing out the

numerous fatal flaws in the current Medicare competitive bidding program for durable medical

equipment (DME). We also emphasized that the flaws could easily be fixed by adopting modern auction

methods that have been developed over the last fifteen years and are now well-understood.

The flaws in the auctions administered by the Centers for Medicare and Medicaid Services (CMS)

are numerous. The use of non-binding bids together with setting the price equal to the median of the

winning bids provides a strong incentive for low-ball bids-submitting bids dramatically below actual

cost. This leads to complete market failure in theory and partial market failure in the lab. Another

problem is the lack of transparency. For example, bidder quantities are chosen arbitrarily by CMS,

enabling a wide range of prices to emerge that have no relation to competitive market prices.

We write today, nine months later, to report that-much to our dismay-there are to date no signs

that CMS has responded to the professional opinions of auction experts or taken any serious steps to fix

the obvious flaws to the competitive bidding program. Rather CMS continues to recite the mantra that

all is well and that CMS does not plan to make any changes to the program as it expands from nine pilots

to the entire United States.z

We find this especially distressing and unreasonable given your Executive Order of 18 January 2OtI
on regulation. In that order, you lay out numerous sensible principles of regulation that administrative

agencies must follow. The CMS competitive bidding program violates all of the principles, especially the

principles of transparenry and of basing regulations on the best available science. Indeed, the current

program is the antithesis of science and contradicts all that is known about proper market design.

Since the writing of our letter in September, several of us have done further detailed scientific

study to explore the properties of the CMS design and contrast it to modern efficient auctions. The

l The views expressed here are our own and do not represent the views of any organization. None of us are paid to
provide our views; we provide our independent views as experts who understand the advantages and challenges

of market methods. For additional information please contact Peter Cranl-ton, University of Maryland,

ncramton@gmail.corn.

' For example, "Laurence Wilson, a Medicare official overseeing the bidding process, said his agency is 'very

pleased' with how the nine-city rollout has gone and has no major changes scheduled before the new system

starts in large cities." (CalifornjaWatch.ore, 25 May 2011, Christina Jewett)
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findings are dramatic and illustrate the power of science to inform auction design. Specifically, auction

theory was used to demonstrate the poor incentive properties of the CMS design and how these lead to

poor outcomes.3 Laboratory experiments were conducted at Caltech and the University of Maryland

that demonstrate that these poor theoretical properties are observed in the lab. Moreover, simple

efficient auctions perform extremely well in both theory and in the economic laboratory.a Finally, some

of us have studied extensively the Medicare setting, speaking with hundreds of DME providers and

beneficiaries, and have developed a modern auction design for the setting that is consistent with the

best practice and market design methodologies.s

This design step was far from a theoretical exercise. On 1 April 2OLL, a Medicare auction

conference was conducted at the University of Maryland to show how the modern auction methods

work and to conduct a nearly full-scale demonstration of an efficient auction. Over 100 leaders in

government and the DME industry attended the event. The results are documented at

vrww.crarnton.umd.edu/health-care, including a complete video and transcript of the event. The mock

auction achieved an auction efficiency of 97%.61n sharp contrast, the CMS auction exhibited efficiencies

well below 5O% in the laboratory, even in simplified environments. Despite these sharp results, CMS

continues to assert that all is well and that no significant changes are required.

The problems with the CMS auction grow worse upon closer inspection. The complete lack of

transparency is inappropriate for a government auction. For example, we now know that CMS has

almost complete discretion with respect to setting prices in a nontransparent way. CMS can and did

manipulate the quantities reported by bidders during qualification.t These quantities are essential to

forming the supply curve, which ultimately sets the price in each product-region. To this date we know

little about what quantities were used in the price determination. As a result of this lack of

transparency, it is now clear that the CMS design is not an auction at all but an arbitrary pricing process.

Given that nine months have passed and given the disregard by CMS of the market design

recommendations received from recognized experts, we call upon the executive branch to direct CMS to

proceed otherwise. We also ask that you consider supporting new legislation that requires the Secretary

of Health and Human Services to conduct efficient Medicare auctions, consistent with the best practice

and the best science.

3 Cramton, Peter, Sean Ellermeyer, and Brett E. Katzman, "Designed to Fail: The Medicare Auction for Durable

Medical Equipment," Working Paper, University of Maryland, March 2011. tpdfl
a Merlob, Brian, Charles R. Plott, and Yuanjun Zhang, "The CMS Auction: Experimental Studies of a Median-Bid

Procurement Auction with Non-Binding Bids," Working Paper, California Institute of Technology, April 2011. llrdfl
s Cramton, Peter, "Auction Design for Medicare Durable Medical Equipment," Working Paper, University of
Maryland, June 2011. Ipdfl
6 Cramton, Peter, Ulrich Gall, and Pacharasut Sujarittanonta, "An Auction for Medicare Durable Medical

Equipment: Evidence from an Industry Mock Auction," Working Paper, University of Maryland, April 2011. lpdfl
7 Tom Bradley, Chief of the Medicare Cost Estimates Unit at the Congressional Budget Office, describes this

manipulation in his remarks at the Medicare Auction Conference at minute 49:13, "What they did was they

selected bidders up to the quantity well over the amount needed to clear-to serve the given market, and then

from that vastly expanded pool, they selected the median. Fundamentally, that's an arbitrary number. lt's a

number that bears no relationship to the market clearing price." fpdtl
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There is much at stake. Unfunded Medicare expenses are estimated to be in the tens of trillions of

dollars going forward. Medicare is unsustainable without the introduction of innovative market methods

and other fundamental reforms. The DME auction program represents an important first step, especially

since failures in homecare will inevitably lead to much more expensive care at the hospital.

We believe that proper design and implementation of market methods can bring gains to all

interested parties: Medicare beneficiaries benefit from receiving the quality goods and services they

need, Medicare providers benefit from being paid sustainable competitive prices for the quality goods

and sewices they deliver, taxpayers benefit by paying the least-cost sustainable prices for these

products, and CMS benefits from the numerous efficiencies that result from conducting an effective

program, largely free of complaint, fraud, and corruption.

We believe that government plays an important role in establishing effective market rules. For the

Medicare auctions, the impediments to reform are not special interests or a lack of knowledge, but

bureaucratic inertia. This is an important setting and change of the prior administration's regulations is

required to contain Medicare costs and assure quality services for Medicare beneficiaries. We are

counting on your leadership to bring effective reform.

Many thanks for your thoughtful consideration of our concerns.

Sincerely,

[The following ore economists, computer scientists, ond engineers with expertise in the design of
ouctions ond morket mechanisms. tnformotion on eoch of us, including our auction-reloted reseorch, cdn

be found with an lnternet search of nome ond affiliotion.l

Dilip Abreu
Princeton University

Nikhil Agarwal
Harvard University

Victor Aguirregabiria
University of Toronto

Anand Anandalingam
University of Maryland

Kenneth Arrow
Stanford University

Itai Ashlagi
MIT

Susan Athey
Harvard University

Lawrence M. Ausubel
University of Maryland

Chris Avery
Harvard University

lan Ayres
Yale University

Kerry Back

Rice University

Patrick Bajari
University of Minnesota

Sandeep Baliga
Northwestern U niversity

Michael Ball
University of Maryland

Ravi Bapna
University of Minnesota

Oleg Baranov
University of Colorado

David Baron
Stanford University

Johannes Bauer
Michigan State University

Michael R. Baye
Indiana University

Coleman Bazelon
Brattle Group

Damian Beil
University of Michigan

Dirk Bergemann
Yale University

Steven Berry
Yale University

Martin Bichler
Technical University of Munich

Gary Biglaiser
University of North Carolina

Sushil Bikhchandani
UCLA

Kenneth Binmore
University College London

Andreas Blume
Un iversity of Pittsburgh

Simon Board
UCLA

Aaron Bodoh-Creed
Cornell University

Gary Bolton
Pennsylvania State University

Tilman Borgers
University of Michigan

Timothy Brennan
University of Maryland, Baltimore
County
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Sandro Brusco
Stony Brook University

Eric Budish
University of Chicago

James Bushnell
University of California, Davis

Estelle Cantillon
Universit6 Libre de Bruxelles

Andrew Caplin
New York University

Marco Celentani
Universidad Carlos lll

Kalyan Chatterjee
Pennsylvania State University

Yeon-Koo Che
Columbia University

In-Koo Cho
University of lllinois

Dominic Coey
Stanford University

Peter Coles
Harvard University

Vincent Conitzer
Duke University

Peter Cramton
University of Maryland

Gregory Crawford
University of Warwick

Vincent Crawford
University of Oxford

Ettore Damiano
University of Toronto

Sanjukta Das Smith
State University of New York at
Buffalo

Robert Day
University of Connecticut

Luciano de Castro
Northwestern U niversity

Fra ncesco Decarolis
University of Wisconsin

George Deltas
University of lllinois

Peter DeMarzo
Stanford University

Raymond Deneckere
U niversity of Wisconsin-Madison

Nicola Dimitri
University of Siena

Marc Dudey
Rice University

Gregory Duncan
Brattle Group

Federico Echenique
California Institute of Tech nology

Aaron Edlin
University of California Berkeley

Jeffrey Ely
Northwestern U n iversity

Richard Engel brecht-Wiggans
University of lllinois

Itay Fainmesser
Brown University

Gerald Faulhaber
University of Pennsylvania

Emel Filiz-Ozbay
University of Maryland

Jeremy Fox

University of Michigan

Dan Friedman
University of California Santa Cruz

Drew Fudenberg
Harvard University

Douglas Gale
New York University

lan Gale
Georgetown University

Lawrence R. Glosten
Columbia University

Jacob Goeree
University of Turich

Brent Goldfarb
University of Maryland

Dries R. Goossens
Katholieke Universiteit Leuven

Brett Green
Northwestern U niversity

Eric Greenleaf
New York University

Theodore Groves
University of California San Diego

Emmanuel Guerre
Queen Mary, University of London

lsa Hafalir
Carnegie Mellon University

Robert Hahn
University of Oxford

Philip A. Haile
Yale University

Robert Hall
Stanford University

Barry Harris
Economist Inc.

Milton Harris
University of Chicago

Pavithra Harsha
IBM Research

Ronald Harstad
University of Missouri

Oliver Hart
Harvard University

Jason Hartline
Northwestern U niversity

John Hatfield
Stanford University

Donald Hausch
U niversity of Wisconsin

Robert Hauswald
American University

Thomas Hazlett
George Mason University

Kenneth Hendricks
University of Wisconsin

Brent Hickman
University of Chicago

Karla Hoffman
George Mason University

William Hogan
Harvard University

Charles Holt
University of Virginia

Ali Hortacsu
University of Chicago

Jean-Francois Houde
U niversity of Wisconsin

Daniel Houser
George Mason University

Nicole lmmorlica
Northwestern U niversitv

R. lsaac
Florida State University

Charles Jackson
JTC, LLC

Philippe Jehiel
Paris School of Economics

Thomas D. Jeitschko
Michigan State University

Ramesh Johari
Stanford University
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Terry Johnson John List Shmuel Oren
University of Notre Dame University of Chicago University of California Berkeley

John Kagel Giuseppe (Pino) Lopomo Michael Ostrovsky
Ohio State University Duke University Stanford University

Charles Kahn Jeffrey MacKie-Mason Marion Ott
University of lllinois University of Michigan RWTH Aaachen University

Ehud Kalai W. Bentley MacLeod Erkut Ozbay
Northwestern University Columbia University University of Maryland

Jakub Kastl George Mailath Ali Haydar 6zer
Stanford University University of Pennsylvania Bogazici University

Elena Katok Eric Maskin Marco Pagnozzi
Penn State University Princeton University University of Naples

Sachin Katti Timothy Mathews Mallesh Pai

Stanford University Kennesaw State University University of Pennsylvania

Brett Katzman Steven Matthews Ariel Pakes

Kennesaw State University University of Pennsylvania Harvard University

Eiichiro Kazumori David McAdams Thomas Palfrey
The State University of New York Duke University California lnstitute of Technology

Bryan Keating Mark McCabe Minjung Park

Compass Lexecon University of Michigan University of California Berkeley

Paul Kleindorfer Flavio Menezes David Parkes

University of Pennsylvania University of Queensland Harvard University

Fuhito Kojima Paul Milgrom David Pearce
Stanford University Stanford University New York University

Scott Duke Kominers Eugenio Miravete Sasa Pekec
Harvard University University of Texas Duke University

Kala Krishna John Morgan Motty Perry
Pennsylvania State University University of California Berkeley University of Warwick

John Lai Thayer Morrill Nicola Persico

Harvard University North Carolina State University New York University

Michael Landsberger Stephen Morris Martin Pesendorfer
University of Haifa Princeton University London School of Economics

John Ledyard Herve Moulin Michael Peters
California Institute of Technology Rice University University of British Columbia

William Lehr Rudolf Miiller Charles Plott
MIT Maastricht University California Institute of Technology

Jonathan Levin Roger Myerson Dave Porter
Stanford University University of Chicago Chapman University

David Levine Tymofiy Mylovanov Robert Porter
Washington University in St. Louis Penn State University Northwestern University

Gregory Lewis Barry Nalebuff Andrew Postlewaite
Harvard University Yale University University of Pennsylvania

Tracy Lewis Dana Nau Marek Pycia
Duke University University of Maryland UCLA

Kevin Leyton-Brown Alexandru Nichifor Daniel Quint
University of British Columbia University of Maastricht University of Wisconsin

Yuanchuan Lien Roger Noll S. Raghavan
Hong Kong Univ. of Science & Tech. Stanford University University of Maryland

Barton Lipman Axel Ockenfels Eric Rasmusen
Boston University University of Cologne Indiana University
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Stephen Rassenti Yoav Shoham Steven R. Williams
Chapman University Stanford University University of lllinois

Philip J. Reny Martin Shubik Bart Wilson
University of Chicago Yale University Chapman University

John Riley Matthew Shum Robert Wilson
UCLA California Institute of Technology Stanford University

Michael Riordan Andzej Skrzypacz Brad Wimmer
Columbia University Stanford University University of Nevada, Las Vegas

Jacques Robert Joel Sobel Catherine Wolfram
HEC Montreal University of California San Diego University of California Berkeley

Donald Roberts Tayfun Sonmez John Wooders
Stanford University Boston College University of Arizona

James Roberts Jan Stallaert Glenn Woroch
Duke University University of Connecticut University of California Berkeley

Gregory Rosston Richard Steinberg D.J. Wu
Stanford University London School of Economics Georgia Tech

Marzena Rostek Steven Stoft Dennis Yao
University of Wisconsin Global Energy Policy Center Harvard University

Al Roth Jeroen Swinkels Lixin Ye

Harvard University Northwestern University Ohio State University

John Rust Steven Tadelis Pai-Ling Yin

University of Maryland University of California Berkeley MIT

Maher Said Robert J. Thomas Jaime Zender
Washington University in St. Louis Cornell University University of Colorado

David Salant Utku Unver
Toulouse School of Economics Boston College

Larry Samuelson Eric Van Damme
Yale University Tilburg University

William Samuelson Timonthy van Zandt
Boston University INSEAD

Tuomas Sandholm S. Viswanathan
Carnegie Mellon University Duke University

Pallab Sanyal Rakesh Vohra
George Mason Unviersity Northwestern University

Mark Satterthwaite Michael Waldman
Northwestern University Cornell University

Scott Savage Mark Walker
University of Colorado University of Arizona

Thomas C. Schelling Ruqu Wang
University of Maryland Queen's University

William Schulze RobertWeber
Cornell University Northwestern University

Alan Schwartz Gabriel Weintraub
Yale University Columbia University

Jesse Schwartz Michael Wellman
Kennesaw State University University of Michigan

llya Segal Marek Weretka
Stanford University University of Wisconsin

Sven Seuken Simon Wilkie
Harvard Univenity University of Southern California



How the Medicare order process compares to retail and online purchases
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Retail
0rder Procsrs

Customer selects product

Store gets prescription if
needed

Store verifies prescription

meets state requirements

Customer pays

Ordsr Sumpletc

Medicare
0rder Process

L:'i Company receives order from prescriber

Company uerifies:

,-, prescriber is licensed

': prescriher is enrollad in P[C0S

customer has completed an otftce visit with the prescriber

office visit notss mset afl ltedicare rsquirsmsfis

office visit notes are signed by a doctor

prescription meets all iledicars requirements

I If any item cannot be verified, the customer declines the

order or pays in full

Gompany enters order

Company maltes delivery

Gompany educates customer 0n use of equipment

Company collects all completed paperwork from customer

Company bills Medicare

lfedicare pays claim

iledicare denies claim and dnes not pay

. Gompany appeals decisisn

r Gustomer keeps equipment

r Company collects all patient files and sends copies to llledicare

a Gompany waits $0 days for ltledicare's decision to pay or not

Medicare audits claim and does not pay

" Company appeals decision

' Gustomer keeps equipment

" Company collects all patient files and sends copies to Medicare

" Company waits 60 days for Medicare's decision to pay or not

i

Company receives ltledicare payment

Company bills other insurance for balance and customsr for co-pay

0rder complete

Medicare can audit
claims and take

back payments for
up to 7 years after

a clairn is paid,

4 Aslt*ri*es?
% Ass#fiati*s? ,'*t

,Kl'r r

Sg-f;#aoecfrtr#
Caring that Feels Right at Home
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are more likely to require more
expensive medical treatments
for chronic conditions or other
ailments.

"That's the portion of our
budget that's thelargest... from
a state dollar perspective and
the part that continues to grow,"
said Chuck |ohnson, deputy
commissioner for the Depart-
rn€Rt,of tffi an Serviles]

'To that end, Minnesota is
,working toward encouraging
the use of more home-based
services, which are cheaper
compared to services and
treafments in hospital set-
tings-

The rate of Clitinding on
MinnesotaCare and Medic-
aid recipients such as adults
and families with children
is expected to be relatively
modest, growing about 6 per-
cent between fiscal years AOn
and 2AL9, according to Senate
resgareh

{gV comparison, the rate of
/spending on long-term care,
'seniors ancl those with dis-
i abilities is expected to grow
: 52 percent over the same

\ Period.\.
MinnesotaCare's future

Last year, the GOP-con-
trolled Minnesota House
voted to eliminate Minne-
sotaCare, arguing that the
roughly 100,000 people cov-
ered under the programcould
be moved onto the state health
insurance exchange. Fierce
opposition by state Democrats
and others resulted in a legisla-
tive budget compromise that
spared the program, fornow. A
29-member task force is study-
ing its future and is expected
to develop recommendations

$8; tnbitlionr
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on its fate. Though it is unclear
how legislators will act on the
progrirm, the task force also
will have to consider how to
act on a special ta:r that makes

,up the bulk of its funding. The
ta:r is set to expire in?Olg.

StateRep. Matt Dean, chair-
man of the House Health and
Human Services Finance
Committee, argues that Min-
nesota would be better sewed
in the long run by ending
MinnesotaCare. Those low-
income workers, primarily
concentrated in rural parts
of the state, could shop on
MNsure, the state's health
insurance exchffig€, and nnd
more choices, he said.

That actionwould also cre-
ate "a broader, more robust
pool of people who are pur-
chasing insurance in Minne-
sota," said Dean, R-Dellwood,
potentidly driving down pre-

$8' Inbillions
Il- F Estimated

el
I

$2.q2 $2.42

hitial
I

rrutuns.
State Sen. Tony Loureg

chairman ofthe Senate Health
and Human Services Finance
Committee, countered that it
makes little sense to eliminate
MinnesotaCare, particularly
since the growth rate of spend-
ingthere is low compared with
spending on seniors and those
with disabilities.

Competitirrc bidding surings
Lourey, DFt-Kerrick,

said updated projections in
November showed Minne-
sotaCare costs the state less,
partly the result of competitive
bidding.

Estimates by the state
budget office from last sum-
mer showed that overall
the monthly cost of Minne-
sotaCare per enrollee was
$537. The most recent fore-
cast showed the cost is now

I
I

lo

'November 2015 budget forecast estimates induded updated eruollment data and new projections following
the implementation of a statewide competitive bidding process last year.

Source: Senate fucal researdr

State sees payoff in medical aid
STATE MEI'ICAL ASSTSTANCT SPEIIIIIING
Since 2012,actualspending onmedicalassistance prognms,induding Medicaidand
Minnesota Care, have come in below state projections, partly because of healthier insurance
populations and otherstate dpnges. Spending onthe elder$anddisabled populations is
orpectedto growat a faster rate.

Iong-term carel Sinde adults, families with
elderly and disabledbasic ddldren and ltlinnesotaCare

Total medical
assistance propnms
$8' krbillions

$s.82

Nov.15*
$6.06

,T2

r* Sstimated

-J,- 1

'1.5 'Lg

MARK BOSIAEII . Stal Tribune

expected to be $413 per month,
of which nearly 70 percent is
paid by federal funding, up
from 42 percent last surnrner,

"My concern is that when
folks look at the total lmedi-
cal-assistanceJ growth and
blame MinnesotaCare and
say we need to eliminate Min-
nesotaCare and that fixes this
problem- that's justnot true,"
Lourey said.

Iohnson, of the state Human
Services agency, says the state
will face budgei challenges as

its demographics shift. "Our
overall state Medicaid budget
will continue to be driven by
the cost ofserving seniors and
people with disabilities, and
we're working as best as we can
to manage the cost ofcare and
to provide the best value we
can for people," |ohnson said.

Ricardo Lopez ' 651-925 -5044



BID EXPANSION REFORM NOT PART OF SPENDING BILL
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Legislative language that would have reformed CMS's nationwide expansion of
the competitive bidding program to lessen the burden on rural providers was not
incorporated into the Omnibus spending legislation package that is slated for a
Congressional vote on Friday, according to the American Association for
Homecare.

Provisions that were not included included language that would have lengthened

the timetable for implementation of the expansion; decreased the
reimbursement cut for rural providers; and protected funding for complex rehab

accessories. The Medicaid "pay for" that industry advocates had targeted to help
pay for the rural relief legislation has been included in the Omnibus legislation,

with a 2OL9 effective date.

'This result is not a reflection of the amount of effort that our industry has

extended at both grassroots and Capitol Hill lobbying levels, and we should all be

proud of the way the AAHomecare membership, our state/regional association

partners, and other leading stakeholder organizations and allies have come

together to build support for these initiatives," a statement from AAHomecare

read.

The association reported that there might be other vehicles to which the
legislative language could be attached, such as Medicare-related legislation in

early 20t6. Also, the association stressed that there is still opportunity to get its

House and Senate rural protection bills passed during 20L6, as well, and

encourage providers to continue lobbying their lawmakers on their behalf.

Those two bills are H.R. 4!85, titled The Protecting Access through Competitive-
pricing Transition (PACT) Act, which was introduced into the House by Reps. Tom

Price (R-Ga.) and Tammy Duckworth (D-lll.); and 5.23L2, the DME Access and

Stabilization Act, which was introduced into the Senate by Sens. Senators John

Thune (R-S.D.) and Heidi Heitkamp (D-N.D.).



Those bills would:

. Apply a 30 percent increase to single payment amounts (SPA), calculated on a

regional basis, for suppliers in non-bid areas.

. Phase in the bidding-derived pricing over a two-year period in non-bid areas,

rather than CMS's six-month phase-in.

. Set the ceiling for future bidding rounds of the competitive bidding program at

the unadjusted fee schedule rates that went into effect on Jan. 7,2OL5, instead

of CMS' proposalto set a bid ceiling at the previous bid amount rates. The

AAHomecare noted this is an important component of the legislation that will
benefit all providers subject to competitive bidding rates in future bidding

rounds.

. Instruct CMS to revisit pricing adjustments for non-bid areas that takes into

account travel distance, elea.ring priee arqd other associated costs for furnishing

this equipment f(tr prices that will be in effect on Jan. L,2019.

The-House bill would also implement a Market Pricing Program (MPP)

demonstration project in order to compare an alternative methodology for
achieving sustainable savings while preserving access to medically necessary

equipment, supplies, and services to beneficiaries.

Also, providers were encouraged to continue advocating on behalf of legislation

that would protect accessories for complex rehab wheelchairs. There are two bills

the industry is trying to get passed: H.R. 3229, which was launched into the

House by Rep. Lee Zeldin (R-N.Y.); and 5.2196, launched into the Senate by Sen.

Robert Casey (D-Pa.)with Sens. Rob Portman (R-Ohio), Chuck Schumer (D-N.Y.)

and Thad Cochran (R-Miss.) as original co-sponsors for the legislation. The bills

provide a technical correction that restricts CMS from applying Medicare

competitive bidding program pricing to the accessories used with complex rehab

wheelchairs.


